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Section B-6  Overview of Appendix B Supplement

On April 29, 2011 Governor Christine Gregoire signed into law Senate Bill 5769 (SB 5769)
(Chapter 180, Laws of 2011) affecting coal-fired energy production at the TransAlta power plant
in Centralia. SB 5769 solidifies into law a collaborative agreement between the plant owner and
employees, environmental groups, the Governor’s Office, and the local community. The law
requires the state’s two coal boilers to meet specific greenhouse gas emission performance
standards on a schedule specified in the law and requires the installation of Selective Non-
Catalytic Reduction (SNCR) technology.

Ecology revised the June 18, 2010 TransAlta Best Available Retrofit Technology (BART)
compliance order and Technical Support Document (TSD) to comply with the new law. Some
items included in the revised BART compliance order and TSD from the law include:

e Installation of SNCR technology by January 1, 2013
e Compliance with greenhouse gas emission performance standard for:
0 One boiler by December 31, 2020
0 The remaining boiler by December 31, 2025
e Compliance with the greenhouse gas emission performance standard will not apply to the
facility if the Department of Ecology “determines as a requirement of state or federal law
or regulation that selective catalytic reduction technology must be installed on any of its
boilers” (excerpt from SB 5769, Section 103(3)(c)(ii))

A copy of the new law is included in Section B-7.

On May 5, 2011 a letter was sent to the Federal Land Managers (FLMs) informing them of the
law changes and that the Compliance order and technical support document would be changing
to reflect the new law. An example of the letter in included in Section B-7.

On August 26, 2011Ecology distributed copies of a revised draft compliance order and technical
support document for the TransAlta facility for formal FLMs consultation. Ecology asked the
FLMs for an expedited consultation process to provide for issuance of a revised BART
compliance order to TransAlta and submission of the revised compliance order and TSD to
Environmental Protection Agency (EPA) as a revision to the state’s Regional Haze (RH) State
Implementation Plan (SIP) by the end of November. A copy of the e-mail is included in Section
B-7.

Ecology held a formal consultation with the FLMs via conference call on September 12, 2011.
The purpose of the meeting was to discuss to revised draft compliance order and technical
support document for the TransAlta facility. The FLMs recognized the need for the expedited
consultation and provided written comments quickly.
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Section B-8 contains a summary of the comments received from the U.S. Department of
Agriculture Forest Service (USDA-FS) and Ecology’s response as required by the Regional Haze
Rule (RHR).

Copies of the formal written comments by the USDA-FS are included in Section B-9.

Section 10 contains a summary of the comments received from the U.S. Department of the
Interior National Parks Service (USDI-NPS) and Ecology’s response as required by the RHR 2.

Copies of the formal written comments by the USDI-NPS are included in Section B-11.

1 40 CFR 51.308(i)(3)
2 40 CFR 51.308(i)(3)
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Section B-7 Copies of Documents
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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5769

AS AMENDED BY THE HOUSE
Passed Legislature - 2011 Regul ar Session
State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Rockefeller,
Pri denore, Kohl-Wlles, Wite, Chase, Miurray, Ranker, Regala, Fraser,
Shin, and Kline)

READ FI RST TI ME 02/ 25/ 11.

AN ACT Relating to coal-fired electric generation facilities;
amending RCW 80. 80. 040, 80. 80. 070, 80. 50. 100, 43. 160. 076, and
19. 280. 030; reenacting and anendi ng RCW80. 80. 010 and 80. 80. 060; addi ng
new sections to chapter 80.80 RCW adding a new section to chapter
43.155 RCW adding new sections to chapter 80.04 RCW adding a new
section to chapter 80.70 RCW adding a new chapter to Title 80 RCW
creating a new section; providing an expiration date; and providing a
contingent expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTI ON. Sec. 101. (1) The legislature finds that generating
electricity from the conbustion of coal produces pollutants that are
harnful to human health and safety and the environnent. \Wile the
em ssion of many of these pollutants continues to be addressed through
application of federal and state air quality laws, the em ssion of
greenhouse gases resulting from the conbustion of coal has not been
addr essed.

(2) The legislature finds that coal-fired electricity generationis
one of the largest sources of greenhouse gas em ssions in the state,
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and is the largest source of such em ssions from the generation of
electricity in the state.

(3) The legislature finds coal-fired electric generation may
provi de baseload power that is necessary in the near-term for the
stability and reliability of the electrical transm ssion grid and that
contributes to the availability of affordable power in the state. The
| egislature further finds that efforts to transition power to other
fuels requires a reasonable period of tine to ensure grid stability and
to maintain affordable electricity resources.

(4) The legislature finds that coal-fired baseload electric
generation facilities are a significant contributor to fam|y-wage | obs
and econom c health in parts of the state and that transition of these
facilities nust address the economc future and the preservation of
jobs in affected communities.

(5) Therefore, it is the purpose of this act to provide for the
reducti on of greenhouse gas em ssions from large coal -fired basel oad
el ectric power generation facilities, to effect an orderly transition
to cleaner fuels in a manner that ensures reliability of the state's
electrical grid, to ensure appropriate cleanup and site restoration
upon deconm ssioning of any of these facilities in the state, and to
provi de assistance to host communities planning for new economc
devel opment and mtigating the econom c i npacts of the closure of these
facilities.

Sec. 102. RCW 80.80.010 and 2009 ¢ 565 s 54 and 2009 c 448 s 1 are
each reenacted and anmended to read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Attorney general" means the Washington state office of the
attorney general .

(2) "Auditor" nmeans: (a) The Washington state auditor's office or
its designee for consumer-owned utilities under its jurisdiction; or
(b) an i ndependent auditor selected by a consuner-owned utility that is
not under the jurisdiction of the state auditor.

(3) "Average avail abl e greenhouse gas em ssions output" nmeans the
| evel of greenhouse gas em ssions as surveyed and determ ned by the
energy policy division of the departnment of comerce under RCW
80. 80. 050.
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(4) "Baseload electric generation"” nmeans electric generation from
a power plant that is designed and intended to provide electricity at
an annual i zed pl ant capacity factor of at |east sixty percent.

(5) "Cogeneration facility" nmeans a power plant in which the heat
or steamis also used for industrial or commercial heating or cooling
purposes and that neets federal energy regulatory conmm ssion standards
for qualifying facilities under the public utility regulatory policies
act of 1978 (16 U. S.C. Sec. 824a-3), as anended.

(6) "Conbined-cycle natural gas thermal electric generation
facility" nmeans a power plant that enpl oys a conbination of one or nore
gas turbines and steamturbines in which electricity is produced in the
steam turbine fromotherwi se | ost waste heat exiting from one or nore
of the gas turbines.

(7) "Comm ssion" neans the Washington utilities and transportation
conmi ssi on.

(8) "Consuner-owned utility" means a municipal utility fornmed under
Title 35 RCW a public utility district formed under Title 54 RCW an
irrigation district forned under chapter 87.03 RCW a cooperative
formed under chapter 23.86 RCW a mutual corporation or association
formed under chapter 24.06 RCW or port district within which an
i ndustrial district has been established as authorized by Title 53 RCW
that is engaged in the business of distributing electricity to nore
than one retail electric custoner in the state.

(9) "Departnment” nmeans the departnent of ecol ogy.

(10) "Distributed generation"” nmeans el ectric generation connected
to the distribution level of the transm ssion and distribution grid,
which is usually | ocated at or near the intended pl ace of use.

(11) "Electric utility" neans an el ectrical conpany or a consuner-
owned utility.

(12) "Electrical conpany"” neans a conpany owned by investors that
meets the definition of RCW80. 04. 010.

(13) "CGoverning board" nmeans the board of directors or |egislative
authority of a consumer-owned utility.

(14) "G eenhouse ((gases)) gas" includes carbon dioxide, nethane,
nitrous oxide, hydr of | uor ocar bons, per fl uorocar bons, and sul fur
hexaf | uori de.

(15) "Long-termfinancial commtnent” neans:
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(a) Either a new ownership interest in baseload el ectric generation
or an upgrade to a basel oad electric generation facility; or

(b) A new or renewed contract for baseload electric generation with
a term of five or nore years for the provision of retail power or
whol esal e power to end-use custoners in this state.

(16) "Plant capacity factor” neans the ratio of the electricity
produced during a given tinme period, neasured in kilowatt-hours, to the
electricity the unit could have produced if it had been operated at its
rated capacity during that period, expressed in kilowatt-hours.

(17) "Power plant” mnmeans a facility for the generation of
electricity that is permtted as a single plant by a jurisdiction
i nside or outside the state.

(18) "Upgrade" neans any nodification nmade for the primary purpose
of increasing the electric generation capacity of a baseload electric
generation facility. "Upgrade" does not include routine or necessary
mai nt enance, installation of em ssion control equi pnent, installation,
repl acenment, or nodification of equi pnent that inproves the heat rate
of the facility, or installation, replacenent, or nodification of
equi pment for the primary purpose of maintaining reliable generation
out put capability that does not increase the heat input or fuel usage
as specified in existing generation air quality permts as of July 22,
2007, but may result in incidental increases in generation capacity.

(19) "Coal transition_power" neans_the output_ of a coal-fired
electric generation facility that is subject to an obligation to neet
the standards contained in RCW80. 80.040(3)(c).

(20) "Menorandum of agreenent” or "nmenoranduni neans a bi ndi ng and
enforceable contract entered into pursuant to section 106 of this act
bet ween the governor on behalf of the state and an owner of a basel oad

electric generation facility in the state that produces coal transition
power .

Sec. 103. RCW80.80.040 and 2009 c 448 s 2 are each anended to
read as foll ows:

(1) Beginning July 1, 2008, the greenhouse gas em ssions
performance standard for all baseload electric generation for which
electric utilities enter into long-term financial commtnents on or
after such date is the | ower of:

E§§§|_9,1 %‘L?%S SL Supplenbe.nt 841 0
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(a) One thousand one hundred pounds of greenhouse gases per
megawat t - hour; or

(b) The average available greenhouse gas em ssions output as
determ ned under RCW80. 80. 050.

(2) This chapter does not apply to long-term financial comm tnents
wi th the Bonneville power adm nistration.

(3)(a) Except as provided in (c) of this subsection, all basel oad
el ectric generation facilities in operation as of June 30, 2008, are
deened to be in conmpliance wth the greenhouse gas em ssions
performance standard established wunder this section wuntil the
facilities are the subject of |ong-termfinancial conmtnents.

(b) Al basel oad electric generation that commences operation after
June 30, 2008, and is located in Wshington, nust conply with the
gr eenhouse gas em ssions performance standard established i n subsection
(1) of this section.

(c)(i) A_coal-fired baseload_ electric_ generation_ facility in
Washington that emtted nore than one mllion tons of greenhouse gases
in any calendar _year prior to 2008 nust _conply with the [ower of the
foll owi ng greenhouse gas em ssions performance standard such that one
generating boiler is in conpliance by Decenber 31, 2020, and any other
generating boiler is in conpliance by Decenber 31, 2025:

(A) One thousand one hundred pounds of greenhouse gases per
negawat t - hour; or

(B) The average available greenhouse gas enissions_ output as
determ ned under RCW80. 80. 050.

(ii) This subsection (3)(c) does not apply to a coal-fired basel oad

electric generating facility in the event the departnent detern nes as
a requirement of state or federal law or requlation that selective
catal ytic reduction technol ogy nust be installed on any of its boilers.

(4) Al electric generation facilities or power plants powered
exclusively by renewabl e resources, as defined in RCW19.280.020, are
deened to be in compliance wth the greenhouse gas em ssions
performance standard established under this section.

(5) All cogeneration facilities in the state that are fueled by
natural gas or waste gas or a conbination of the two fuels, and that
are in operation as of June 30, 2008, are deened to be in conpliance
with the greenhouse gas em ssions performance standard established

Final 2011 Updates Supplenbe.nt B511 E2SSB 5769. SL
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under this section until the facilities are the subject of a new
ownership interest or are upgraded.

(6) In determning the rate of em ssions of greenhouse gases for
basel oad electric generation, the total emssions associated wth
produci ng electricity shall be included.

(7) I'n no case shall a long-termfinancial commtnent be determ ned
to be in conpliance with the greenhouse gas em ssions perfornance
standard if the commtnent includes nore than twelve percent of
electricity fromunspecified sources.

(8 For a long-term financial commtnent with nultiple power
pl ants, each specified power plant nust be treated individually for the
purpose of determning the annualized plant capacity factor and net
em ssions, and each power plant nust conply with subsection (1) of this
section, except as provided in subsections (3) through (5) of this
section.

(9) The departnment shall establish an out put-based nethodol ogy to
ensure that the calculation of em ssions of greenhouse gases for a
cogeneration facility recognizes the total usable energy output of the
process, and includes all greenhouse gases emtted by the facility in
the production of both electrical and thermal energy. I n devel opi ng
and i npl enenting the greenhouse gas em ssi ons perfornmance standard, the
departnment shall consider and act in a manner consistent with any rules
adopted pursuant to the public utilities regulatory policy act of 1978
(16 U.S.C. Sec. 824a-3), as anended.

(10) The foll ow ng greenhouse gas em ssions produced by basel oad
el ectric generation owned or contracted through a |ong-termfinanci al
commtnent shall not be counted as em ssions of the power plant in
determ ning conpliance with the greenhouse gas em ssions performance
st andar d:

(a) Those emi ssions that are injected permanently in geol ogica
formati ons;

(b) Those emi ssions that are permanently sequestered by ot her neans
approved by the departnent; and

(c) Those em ssions sequestered or mtigated as approved under
subsection (16) of this section.

(11) In adopting and inplenenting the greenhouse gas em ssions
performance standard, the departnent of ((eemmunty—trade——and

economc—developrent)) comerce energy policy division, in consultation

EJSSB57EY° s Supplerpgnt B2
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with the comm ssion, the departnent, t he Bonnevill e power
adm ni stration, the western electricity ((eeerdihrationfeoordinatingl))
coordinating council, the energy facility site evaluation council,
electric wutilities, public interest representatives, and consuner
representatives, shall consider the effects of the greenhouse gas
em ssions performance standard on systemreliability and overall costs
to electricity custoners.

(12) I'n devel oping and inplenenting the greenhouse gas em ssions
performance standard, the departnent shall, wth assistance of the
comm ssion, the departnment of ((eeommnity, —trade —and —econome
develeprent)) comerce energy policy division, and electric utilities,
and to the extent practicable, address |long-term purchases of
electricity fromunspecified sources in a manner consistent with this
chapter.

(13) The directors of the energy facility site evaluation counci
and the departnment shall each adopt rules under chapter 34.05 RCWin
coordination with each other to inplenent and enforce the greenhouse
gas em ssions performance standard. The rules necessary to inplenent
this section shall be adopted by June 30, 2008.

(14) In adopting the rules for inplenenting this section, the

energy facility site evaluation council and the departnent shal
include criteria to be applied in evaluating the carbon sequestration
pl an, for baseload electric generation that will rely on subsection

(10) of this section to denonstrate conpliance, but that will commence
sequestration after the date that electricity is first produced. The
rules shall include but not be limted to:

(a) Provisions for financial assurances, as a condition of plant
operation, sufficient to ensure successful inplenentation of the carbon
sequestration plan, including construction and operation of necessary
equi pnent, and any ot her significant costs;

(b) Provisions for geological or other approved sequestration
commencing within five years of plant operation, including full and
sufficient t echni cal docunent ati on to support t he pl anned
sequestrati on;

(c) Provisions for nmonitoring the effectiveness of t he
i npl enentation of the sequestration plan;

(d) Penalties for failure to achieve inplenentation of the plan on
schedul e;
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(e) Provisions for an owner to purchase em ssions reductions in the
event of the failure of a sequestration plan under subsection (16) of
this section; and

(f) Provisions for public notice and coment on the carbon
sequestration plan.

(15) (a) Except as provided in (b) of this subsection, as part of
its role enforcing the greenhouse gas em ssions performance standard,
the departnent shall determ ne whether sequestration or a plan for
sequestration will provide safe, reliable, and permanent protection
agai nst the greenhouse gases entering the atnosphere from the power
plant and all ancillary facilities.

(b) For facilities under its jurisdiction, the energy facility site
eval uation council shall contract for review of sequestration or the
carbon sequestration plan with the departnent consistent with the
conditions under (a) of this subsection, consider the adequacy of
sequestration or the plan in its adjudicative proceedings conducted
under RCW 80.50.090(3), and incorporate specific findings regarding
adequacy in its recommendation to the governor under RCW80. 50. 100.

(16) A project under consideration by the energy facility site
eval uation council by July 22, 2007, is required to include all of the
requi renents of subsection (14) of this section in its carbon
sequestration plan submtted as part of the energy facility site
eval uation council process. A project under consideration by the
energy facility site evaluation council by July 22, 2007, that receives
final site certification agreenent approval under chapter 80.50 RCW
shall make a good faith effort to inplenent the sequestration plan. |If
the project owner determnes that inplenentation is not feasible, the
project owner shall submt docunentation of that determnation to the
energy facility site evaluation council. The docunentation shal
denonstrate the steps taken to inplenent the sequestration plan and
evidence of the technological and economc barriers to successful
i npl enentation. The project owner shall then provide to the energy
facility site evaluation council notification that they shall inplenent
the plan that requires the project owner to neet the greenhouse gas
em ssions performance standard by purchasing verifiable greenhouse gas
em ssions reductions from an electric ((gererating)) generation
facility located wthin the western interconnection, where the
reducti on woul d not have occurred otherw se or absent this contractual

EZSSB'576Y° sL Supplerpgnt B4



w N

©O© 00 N o 0 b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

agreenment, such that the sumof the em ssions reductions purchased and
the facility's emssions neets the standard for the life of the
facility.

Sec. 104. RCW 80.80.060 and 2009 c 448 s 3 and 2009 ¢ 147 s 1 are
each reenacted and anmended to read as foll ows:

(1) No electrical conpany may enter into a long-term financial
comm t ment unl ess the basel oad el ectric generation supplied under such
a long-termfinancial commtnent conplies with the greenhouse ((gases
Fgas})) gas em ssions performance standard established under RCW
80. 80. 040.

(2) In order to enforce the requirenents of this chapter, the
comm ssion shall review in a general rate case or as provided in
subsection (5) of this section any long-term financial commtnent
entered into by an el ectrical conpany after June 30, 2008, to determ ne
whet her the baseload electric generation to be supplied under that
long-term financial commtnent conplies with the greenhouse ((gases
Fgas})) gas em ssions performance standard established under RCW
80. 80. 040.

(3) In determ ning whether a long-termfinancial commtnent is for
basel oad el ectric generation, the comm ssion shall consider the design
of the power plant and its intended use, based upon the electricity
purchase contract, if any, permts necessary for the operation of the
power plant, and any ot her matter the conm ssion determ nes is rel evant
under the circunstances.

(4) Upon application by an electric utility, the conm ssion may
provi de a case-by-case exenption from the greenhouse ((gases—tgas}))
gas emssions performance standard to address: (a) Unanticipated
electric systemreliability needs; (b) extraordinary cost inpacts on
utility ratepayers; or (c) catastrophic events or threat of significant
financial harmthat may arise fromunforeseen circunstances.

(5) Upon application by an electrical conpany, the conm ssion shal
det ermi ne whet her the conpany's proposed decision to acquire electric
generation or enter into a power purchase agreement for electricity
conplies with the greenhouse ((gases—tftgas})) gas em ssions perfornance
standard established under RCW 80.80.040. The conmm ssion shall not
decide in a proceedi ng under this subsection (5) issues involving the
actual costs to construct and operate the selected resource, cost
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recovery, or other issues reserved by the conm ssion for decision in a
general rate case or other proceeding for recovery of the resource or
contract costs.

(6) An electrical conpany may account for and defer for |later
consideration by the comm ssion costs incurred in connection with a
I ong-term financial commtnent, including operating and maintenance
costs, depreciation, taxes, and cost of invested capital. The deferral
begins wth the date on which the power plant begins comercial
operation or the effective date of the power purchase agreenent and
continues for a period not to exceed twenty-four nonths; provided that
if during such period the conpany files a general rate case or other
proceeding for the recovery of such costs, deferral ends on the
effective date of the final decision by the commssion in such
proceeding. Creation of such a deferral account does not by itself
determne the actual costs of the long-term financial commtnent,
whet her recovery of any or all of these costs is appropriate, or other
i ssues to be decided by the comm ssion in a general rate case or other
proceeding for recovery of these costs. For the purpose of this
subsection (6) only, the term "long-term financial commtnent” also
i ncludes an electric conpany's ownership or power purchase agreenent
with atermof five or nore years associated with an eligi ble renewabl e
resource as defined in RCW19. 285. 030.

(7) The comm ssion shall consult with the departnment to apply the
procedures adopted by the departnment to verify the emssions of
gr eenhouse gases frombasel oad el ectric generation under RCWS80. 80. 040.
The departnent shall report to the conmm ssion whet her basel oad el ectric
generation wll comply wth the greenhouse ((gases—fgas})) gas
em ssions performance standard for the duration of the period the
basel oad el ectric generation is supplied to the el ectrical conpany.

(8) The conmm ssion shall adopt rules for the enforcenent of this
section with respect to electrical conpanies and adopt procedural rules
for approving costs incurred by an el ectrical conmpany under subsection
(4) of this section.

(9) This section does not apply to a long-termfinancial conm tnent
for the purchase of coal transition power wth termnation dates
consistent wwth the applicable dates in RCW 80. 80.040(3)(c).

(10) The commi ssion shall adopt rules necessary to inplenent this
section by Decenber 31, 2008.
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Sec. 105. RCW80.80.070 and 2007 ¢ 307 s 9 are each anended to
read as foll ows:

(1) No consuner-owned utility may enter into a |long-termfinancial
comm t ment unl ess the basel oad el ectric generation supplied under such
a long-termfinancial commtnment conplies with the greenhouse ((gases))
gas em ssions performance standard established under RCW80. 80. 040.

(2) The governing board shall review and make a determ nati on on
any long-term financial commtnment by the utility, pursuant to this
chapter and after consultation with the departnent, to determ ne
whet her the baseload electric generation to be supplied under that
| ong-term financial commtnment conplies with the greenhouse ((gases))
gas em ssions performance standard established under RCW80. 80.040. No
consuner-owned utility may enter into a long-termfinancial commtnent
unl ess the basel oad el ectric generation to be supplied under that |ong-
termfinancial commtnent conplies with the greenhouse ((gases)) gas
em ssions performance standard established under RCW80. 80. 040.

(3) In confirmng that a long-term financial commtnent is for
basel oad el ectric generation, the governing board shall consider the
desi gn of the power plant and the intended use of the power plant based
upon the electricity purchase contract, if any, permts necessary for
the operation of the power plant, and any other matter the governing
board determ nes is rel evant under the circunstances.

(4) The governing board may provide a case-by-case exenption from
t he greenhouse ((gases)) gas em ssions performance standard to address:
(a) Unanticipated electric system reliability needs; or (b)
catastrophic events or threat of significant financial harm that may
ari se fromunforeseen circunstances.

(5) The governing board shall apply the procedures adopted by the
departnent to verify the em ssions of greenhouse gases from basel oad
el ectric generation under RCW 80.80.040, and may request assistance
fromthe departnent in doing so.

(6) For consuner-owned utilities, the auditor is responsible for
auditing conpliance with this chapter and rules adopted under this
chapter that apply to those utilities and the attorney general is
responsi bl e for enforcing that conpliance.

(7) This section does not apply to long-termfinancial commtnents
for the purchase of coal transition power wth termnation dates
consistent wth the applicable dates in RCW 80. 80.040(3)(c).
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NEW SECTION. Sec. 106. A new section is added to chapter 80.80
RCWto read as foll ows:

(1) By January 1, 2012, the governor on behalf of the state shal
enter into a nenorandum of agreenent that takes effect on April 1,
2012, with the owners of a coal-fired baseload facility in Washi ngton
that emtted nore than one mllion tons of greenhouse gases in any
cal endar year prior to 2008. The nenorandum of agreenent entered into
by the governor may only contain provisions authorized in this section,
except as provided under section 108 of this act.

(2) The nmenorandum of agreenent nust:

(a) Incorporate by reference RCW 80.80.040, 80.80.060, and
80.80.070 as of the effective date of this section;

(b) I ncorporate binding commtnents to install sel ective
noncat al ytic reduction pollution control technology in any coal-fired
generating boilers by January 1, 2013, after discussing the proper use
of amonia in this technol ogy.

(3)(a) The nenorandum of agreenent nust include provisions by which
the facility owner will provide financial assistance:

(i) To the affected community for econom c devel opnent and energy
efficiency and weat heri zati on; and

(1i) For energy technologies wth the potential to create
consi der abl e energy, econom c devel opnent, and air quality, haze, or
ot her environnental benefits.

(b) Except as described in (c) of this subsection, the financial
assistance in (a)(i) of this subsection nust be in the anount of thirty
mllion dollars and the financial assistance in (a)(ii) of this
subsection nust be in the anount of twenty-five mllion dollars, with
i nvest nents begi nning January 1, 2012, and consisting of equal annual
i nvestnents through Decenber 31, 2023, or until the full anount has
been provided. Only funds for energy efficiency and weat heri zati on may
be spent prior to Decenber 31, 2015.

(c) If the tax exenptions provided under RCW82.08.811 or 82.12.811
are repealed, any remaining financial assistance required by this
section is no | onger required.

(4) The nmenorandum of agreenent nust:

(a) Specify that the investnents in subsection (3) of this section
be held in independent accounts at an appropriate financial
institution; and
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(b) Identify individuals to approve expenditures fromthe accounts.
I ndi vidual s nust have relevant expertise and nust include nenbers
representing the Lewis county econom c developnent council, 1ocal
el ected officials, enployees at the facility, and the facility owner.

(5) The nenorandum of agreenent nust include a provision that
allows for the termnation of the nenorandum of agreenent in the event
the departnent determ nes as a requirenent of state or federal |aw or
regul ation that selective catalytic reduction technology nust be
installed on any of its boilers.

(6) The nmenorandum of agreenent nust include enforcenent provisions
to ensure inplenentation of the agreenent by the parties.

(7) If the nmenorandum of agreenent is not signed by January 1,
2012, the governor nust inpose requirenents consistent with the
provi sions in subsection (2)(b) of this section.

NEW SECTION. Sec. 107. A new section is added to chapter 80.80
RCWto read as foll ows:

No state agency or political subdivision of the state nay adopt or
i npose a greenhouse gas emssion performance standard, or other
operating or financial requirement or limtation relating to greenhouse
gas em ssions, on a coal-fired electric generation facility located in
Washi ngton in operation on or before the effective date of this section
or upon an electric utility's long-term purchase of coal transition
power, that is inconsistent with or in addition to the provisions of
RCW 80. 80. 040 or the nenorandum of agreenent entered i nto under section
106 of this act.

NEW SECTION. Sec. 108. A new section is added to chapter 80.80
RCWto read as foll ows:

(1) A nmenorandum of agreenent entered into pursuant to section 106
of this act may include provisions to assist in the financing of
enm ssions reductions that exceed those required by RCW 80. 80.040(3)(c)
by providing for the recognition of such reductions in applicable state
policies and prograns relating to greenhouse gas em ssions, and by
encour agi ng and advocating for the recognition of the reductions in al
est abl i shed and energi ng em ssion reduction franmeworks at the regional,
national, or international |evel.
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(2) The governor may recommend actions to the legislature to
strengthen inplenentation of an agreenent or a proposed agreenent
relating to recognition of investnents in emssions reductions
described in subsection (1) of this section.

Sec. 109. RCW 80.50.100 and 1989 c¢ 175 s 174 are each anended to
read as foll ows:

(1)(a) The council shall report to the governor its reconmendati ons
as to the approval or rejection of an application for certification
wi thin twelve nonths of receipt by the council of such an application,
or such later tinme as is nutually agreed by the council and the
appl i cant.

(b) Inthe case of an application filed prior to Decenber 31, 2025,
for certification of an_enerqgy facility proposed for_ construction,
nodi fication, or_ expansion_for_ the purpose of providing_ generating
facilities that neet the requirenents of RCW 80.80.040 and are | ocated
in a county with a coal-fired electric generating facility subject to
RCW 80. 80. 040(3) (c), the council shall expedite the processing of the
application pursuant to RCW_ 80.50.075 and_ shall report its
recommendations _to_the governor wthin_ one_ hundred eighty days_ of
receipt by the council of such an application, or a later tine as_is
nutual |y agreed by the council and the applicant.

(2) If the council recommends approval of an application for
certification, it shall also submt a draft certification agreenent
with the report. The council shall include conditions in the draft
certification agreenent to inplenent the provisions of this chapter
i ncluding, but not limted to, conditions to protect state or |oca
governmental or community interests affected by the construction or
operation of the energy facility, and conditions designed to recogni ze
t he purpose of laws or ordi nances, or rules or regulations pronul gated
t hereunder, that are preenpted or superseded pursuant to RCWB80.50.110
as now or hereafter anended.

(()) (3)(a) Wthin sixty days of receipt of the council's report
t he governor shall take one of the foll owm ng acti ons:

((&&»)) (i) Approve the application and execute the draft
certification agreenent; or

((b))) (ii) Reject the application; or
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((€e)y)) (iii) Direct the council to reconsider certain aspects of
the draft certification agreenent.

(b) The council shall reconsider such aspects of the draft
certification agreenment by reviewng the existing record of the
application or, as necessary, by reopening the adjudicative proceedi ng
for t he pur poses of receiving addi ti onal evi dence. Such
reconsi deration shall be conducted expeditiously. The council shal
resubmt the draft certification to the governor incorporating any
amendnent s deened necessary upon reconsideration. Wthin sixty days of
receipt of such draft certification agreenent, the governor shal
ei ther approve the application and execute the certification agreenent
or reject the application. The certification agreenent shall be
bi ndi ng upon execution by the governor and the applicant.

((63))) (4) The rejection of an application for certification by
the governor shall be final as to that application but shall not
precl ude subm ssion of a subsequent application for the sane site on
t he basis of changed conditions or new i nformation.

NEW SECTION.  Sec. 201. (1) A facility subject to closure under
ei ther RCW 80.80.040(3)(c) or a nenorandum of agreenent under section
106 of this act, or both, nmust provide the departnment of ecology with
a plan for the closure and postclosure of the facility at |east twenty-
four nonths prior to facility closure or twenty-four nonths prior to
start of decomm ssioning work, whichever is earlier. This plan nust be
consistent with the rules established by the energy facility site
eval uation council for site restoration and preservation applicable to
facilities subject to a site certification agreenent under chapter
80.50 RCWand i nclude but not be limted to:

(a) A detailed estimate of the cost to inplenent the plan based on
the cost of hiring athird party to conduct all activities;

(b) Denonstrating financial assurance to fund the closure and
postclosure of the facility and providing nmethods by which this
assurance nmay be denonstrat ed;

(c) Methods for estimating closure costs, including full site
recl amation under all applicable federal and state cl ean-up standards;
and

(d) A decomm ssioning and site restoration plan that addresses
restoring physical topography, cleanup of all hazardous substances on
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the site, potential future uses of the site follow ng restoration, and
coordination wth | ocal and community plans for econom c devel opnent in
the vicinity of the site.

(2) Al cost estimates in the plan nust be in current dollars and
may not include a net present value adjustnent or offsets for sal vage
val ue of wastes or other property.

(3) Adoption of the plan and significant revisions to the plan nust
be approved by the departnent of ecol ogy.

NEW SECTION.  Sec. 202. (1) A facility subject to closure under
ei ther RCW 80.80.040(3)(c) or a nenorandum of agreenent under section
106 of this act, or both, nust guarantee funds are available to perform
all activities specified in the deconm ssioning plan devel oped under
section 201 of this act. The anmount nust equal the cost estinmates
specified in the deconm ssioning plan and nust be updated annually for
inflation. Al guarantees under this section nust be assuned by any
successor owner, parent conpany, or hol di ng conpany.

(2) The guarantee required under subsection (1) of this section nmay
be acconplished by letter of credit, surety bond, or other neans
acceptabl e to the departnent of ecol ogy.

(3) The issuing institution of the letter of credit nust be an
entity that has the authority to issue letters of credit and whose
letter of credit operations are regulated by a federal or state agency.
The surety conpany issuing a surety bond nust, at a mninum be an
entity listed as an acceptable surety on federal bonds in circular 570,
publ i shed by the United States departnent of the treasury.

(4) A qualifying facility that uses a letter of credit or a surety
bond to satisfy the requirenents of this act nust also establish a
standby trust fund as a neans to hold any funds issued fromthe letter
of credit or a surety bond. Under the terns of the |etter of credit or
a surety bond, all anmounts paid pursuant to a draft fromthe departnent
of ecol ogy nust be deposited by the issuing institution directly into
the standby trust fund in accordance with instructions from the
departnment of ecology. This standby trust fund nust be approved by the
departnment of ecol ogy.

(5) The letter of credit or a surety bond nust be irrevocabl e and
issued for a period of at |east one year. The letter of credit or a
surety bond nust provide that the expiration date will be automatically
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extended for a period of at | east one year unless, at |east one hundred
twenty days before the current expiration date, the issuing institution
notifies both the qualifying facility and the departnent of ecol ogy of
a decision not to extend the expiration date. Under the ternms of the
letter of credit, the one hundred twenty days will begin on the date
when both the qualifying plant and the departnment of ecology have
recei ved the notice, as evidenced by certified mail return receipts or
by overnight courier delivery receipts.

(6) If the qualifying facility does not establish an alternative
met hod of guaranteeing decomm ssioning funds are available wthin
ninety days after receipt by both the qualifying facility plant and the
department of ecology of a notice fromthe issuing institution that it
has decided not to extend the letter of credit beyond the current
expiration date, the departnent of ecol ogy nust draw on the letter of
credit or a surety bond. The departnent of ecol ogy nust approve any
repl acenent or substitute guarantee nethod before the expiration of the
ni nety-day peri od.

(7) If aqualifying facility elects to use a letter of credit as
the sole nethod for guaranteei ng deconm ssioning funds are avail abl e,
the face value of the letter of credit nust neet or exceed the current
i nfl ati on-adjusted cost estinmate. If a qualifying facility elects to
use a surety bond as the sole nmethod for guaranteei ng deconm ssi oni ng
funds are available, the penal sum of the surety bond nust neet or
exceed the current inflation-adjusted cost estinmate.

(8 Aqualifying facility nust adjust the decomm ssioning costs and
financi al guarantees annually for inflation and may use an anmendnent to
increase the face value of a letter of credit or a surety bond each
year to account for this inflation. A qualifying facility is not
required to obtain a new letter of credit or a surety bond to cover
annual inflation adjustnents.

NEW SECTION. Sec. 203. Sections 201 and 202 of this act
constitute a new chapter in Title 80 RCW

Sec. 301. RCW43.160.076 and 2008 c 327 s 8 are each anended to
read as foll ows:

(1) Except as authorized to the contrary under subsection (2) of
this section, from all funds available to the board for financial
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assi stance in a bienniumunder this chapter, the board shall approve at
| east seventy-five percent of the first twenty mllion dollars of funds
available and at least fifty percent of any additional funds for
financial assistance for projects in rural counties.

(2) If at any tine during the last six nonths of a bienniumthe
board finds that the actual and anticipated applications for qualified
projects in rural counties are clearly insufficient to use up the
al l ocati ons under subsection (1) of this section, then the board shal
estimate the anount of the insufficiency and during the remainder of
the biennium may use that amount of the allocation for financial
assi stance to projects not located in rural counties.

(3) The_board shall solicit_qualifying projects to_plan, design
and construct public facilities needed to attract new_ industrial and
commercial activities in areas_inpacted by the closure or_ potentia
closure of large coal-fired electric generation facilities, which for
the purposes of this section neans a facility that emtted nore than
one_mllion tons of greenhouse gases in_any calendar_ year prior_to
2008. The projects should be consistent with any applicable plans for
maj or _industrial activity on_lands_fornerly used or_designated for
surface coal mning and supporting uses under RCWV36. 70A. 368. Wen the
board receives tinely and eligible project applications from_ a
political subdivision of the state for financial assistance_for such
projects, the board from available funds shall give priority
consideration to such projects.

NEW SECTI ON. Sec. 302. A new section is added to chapter 43.155
RCWto read as foll ows:

The board shall solicit qualifying projects to plan, design, and
construct public works projects needed to attract new industrial and
commercial activities in areas inpacted by the closure or potentia
closure of large coal-fired electric generation facilities, which for
t he purposes of this section neans a facility that emtted nore than
one mllion tons of greenhouse gases in any calendar year prior to
2008. The projects should be consistent with any applicable plans for
maj or industrial activity on lands fornmerly used or designated for
surface coal mning and supporting uses under RCW36. 70A. 368. \Wen the
board receives tinely and eligible project applications from a
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political subdivision of the state for financial assistance for such
projects, the board from available funds shall give priority
consi deration to such projects.

NEW SECTION. Sec. 303. A new section is added to chapter 80.04
RCWto read as foll ows:

The | egislature finds that an electrical conpany's acquisition of
coal transition power helps to achieve the state's greenhouse gas
em ssion reduction goals by effecting an orderly transition to cl eaner
fuel s and supports the state's public policy.

NEW SECTION. Sec. 304. A new section is added to chapter 80.04
RCWto read as foll ows:

(1) On the petition of an electrical conpany, the comm ssion shal
approve or disapprove a power purchase agreenent for acquisition of
coal transition power, as defined in RCWB80.80.010, and the recovery of
rel ated acquisition costs. No agreenent for an electrical conpany's
acqui sition of coal transition power takes effect until it is approved
by the comm ssi on.

(2) Any power purchase agreenent for the acquisition of coal
transition power pursuant to this section nust provide for nodification
of the power purchase agreenment to the satisfaction of the parties
thereto in the event that a new or revised em ssion or perfornance
standard or other new or revised operational or financial requirenent
or limtation directly or indirectly addressing greenhouse gas
em ssions is inposed by state or federal law, rules, or regulatory
requi renents. Such a nodification to a power purchase agreenent agreed
to by the parties nust be reviewed and considered for approval by the
conmmi ssi on, considering the circunstances existing at the tinme of such
a review, under procedures and standards set forth in this section. In
the event the parties cannot agree to nodification of the power
purchase agreenent, either party to the agreenent has the right to
termnate the agreenent if it is adversely affected by this new
standard, requirenent, or limtation.

(3) When a petition is filed, the comm ssion shall provide notice
to the public and potentially affected parties and set the petition for
hearing as an adjudicative proceeding under chapter 34.05 RCW Any
party may request that the conm ssion expedite the hearing of that
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petition. The hearing of such a petition is not considered a general
rate case. The electrical conmpany nust file supporting testinony and
exhi bits together with the power purchase agreenent for coal transition
power. Information provided by the facility owner to the purchasing
el ectrical conpany for evaluating the costs and benefits associated
with acquisition of coal transition power nust be made available to
other parties to the petition under a protective order entered by the
comm ssion. An admnistrative | aw judge of the conm ssion may enter an
initial order including findings of fact and conclusions of |aw, as
provided in RCW80. 01. 060(3). The comm ssion shall issue a final order
that approves or disapproves the power purchase agreenent for
acquisition of coal transition power wthin one hundred eighty days
after an electrical conpany files the petition.

(4) The conmm ssion nust approve a power purchase agreenent for
acqui sition of coal transition power pursuant to this section only if
t he conm ssion determ nes that, considering the circunstances existing
at the time of such a review. The terns of such an agreenent provide
adequate protection to ratepayers and the el ectrical conpany during the
termof such an agreenent or in the event of early term nation; the
resource is needed by the electrical conpany to serve its ratepayers
and the resource neets the need in a cost-effective manner as
determ ned under the |owest reasonable cost resource standards under
chapter 19.280 RCW including the cost of the power purchase agreenent
plus the equity conponent as determned in this section. As part of
these determ nations, the commssion shall consider, anong other
factors, the long-term economc risks and benefits to the electrica
conpany and its ratepayers of such a | ong-term purchase.

(5 If the commssion has not issued a final order within one
hundred eighty days from the date the petition is filed, or if the
comm ssi on di sapproves the petition, the power purchase agreenent for
acquisition of coal transition power is null and void. |In the event
t he conmm ssi on approves the agreenent upon conditions other than those
set forth in the petition, the electrical conpany has the right to
reject the agreenent.

(6) (a) Upon conm ssion approval of an electrical conpany's power
purchase agreenment for acquisition of <coal transition power in
accordance wth this section, the electrical conpany is allowed to earn
the equity conponent of its authorized rate of return in the sane
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manner as if it had purchased or built an equivalent plant and to
recover the cost of the coal transition power under the power purchase
agr eenent . Any power purchase agreenent for acquisition of coal
transition power that earns a return on equity may not be included in
an i nput ed debt cal culation for setting custoner rates.

(b) For purposes of determning the equity value, the cost of an
equi valent plant is the |east cost purchased or self-built electric
generation plant w th equival ent capacity. In determ ning the | east
cost plant, the commssion nay rely on the electrical conpany's nost
recent filed integrated resource plan. The cost of an equival ent
plant, in dollars per kilowatt, nust be determined in the origina
process of conm ssion approval for each power purchase agreenent for
coal transition power.

(c) The equivalent plant cost determned in the approval process
must be anortized over the life of the power purchase agreenent for
acquisition of coal transition power to determ ne the recovery of the
equity val ue.

(d) The recovery of the equity conponent nust be determ ned and
approved in the review process set forth in this section. The approved
equity value nust be in addition to the approved cost of the power
pur chase agreenent.

(7) Authorizing recovery of costs under a power purchase agreenent
for acquisition of coal transition power does not prohibit the
comm ssion from authorizing recovery of an electrical conpany's
acquisition of capacity resources for the purpose of integrating
intermttent power or follow ng | oad.

(8) Neither this act nor the commssion's approval of a power
purchase agreenent for acquisition of coal transition power that
includes the ability to earn the equity conponent of an electrical
conpany's authorized rate of return establishes any precedent for an
el ectrical conpany to receive an equity return on any other power
pur chase agreenent or other power contract.

(9) For purposes of this section, "power purchase agreenent” neans
a long-termfinancial commtnment as defined in RCW80. 80.010(15) (b).

(10) This section expires Decenber 31, 2025.

Sec. 305. RCW 19. 280. 030 and 2006 c 195 s 3 are each anended to
read as foll ows:
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Each electric utility nust develop a plan consistent with this
section.

(1) Utilities with nore than twenty-five thousand custoners that
are not full requirements custoners shall develop or update an
i ntegrated resource plan by Septenber 1, 2008. At a mninmum progress
reports reflecting changing conditions and the progress of the
i ntegrated resource plan nust be produced every two years thereafter.
An updated integrated resource plan nust be devel oped at |east every
four years subsequent to the 2008 integrated resource plan. The
integrated resource plan, at a m ni nrum nust include:

(a) A range of forecasts, for at least the next ten years, of
proj ected custonmer demand whi ch takes into account econonetric data and
customer usage;

(b) An assessnent of comercially available conservation and
ef ficiency resources. Such assessnent nmay include, as appropriate
high efficiency cogeneration, demand response and |oad managenent
prograns, and currently enpl oyed and new policies and prograns needed
to obtain the conservation and efficiency resources;

(c) An assessnent of commercially available, utility scale
renewable and nonrenewable generating technologies including_ a
conparison of the benefits and risks of purchasing_power or building
new resources

(d) A conparative evaluation of renewable and nonrenewabl e
generating resources, including transm ssion and distribution delivery
costs, and conservation and efficiency resources wusing "lowest
reasonabl e cost" as a criterion;

(e) The integration of the demand forecasts and resource
evaluations into a | ong-range assessnent describing the m x of supply
side generating resources and conservation and efficiency resources
that will neet current and projected needs at the |owest reasonable
cost and risk to the utility and its ratepayers; and

(f) A short-termplan identifying the specific actions to be taken
by the utility consistent with the | ong-range integrated resource pl an.

(2) Al other utilities my elect to develop a full integrated
resource plan as set forth in subsection (1) of this section or, at a
m ni mum shall devel op a resource plan that:

(a) Estimates | oads for the next five and ten years;
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(b) Enunerates the resources that wll be naintained and/or
acquired to serve those | oads; and

(c) Explains why the resources in (b) of this subsection were
chosen and, if the resources chosen are not renewable resources or
conservation and efficiency resources, why such a deci sion was nmade.

(3) Anelectric utility that is required to devel op a resource pl an
under this section nust conplete its initial plan by Septenber 1, 2008.

(4) Resource plans devel oped under this section nust be updated on
a regular basis, at a mninmnumon intervals of two years.

(5) Plans shall not be a basis to bring legal action against
electric utilities.

(6) Each electric utility shall publish its final plan either as
part of an annual report or as a separate docunent available to the
public. The report may be in an electronic form

NEW SECTION. Sec. 306. A new section is added to chapter 80.70
RCWto read as foll ows:

(1) An applicant for a natural gas-fired generation plant to be
constructed in a county with a coal-fired electric generation facility
subject to RCW 80.80.040(3)(c) is exenpt from this chapter if the
application is filed before Decenber 31, 2025.

(2) For the purposes of this section, an applicant neans the owner
of a «coal-fired electric generation facility subject to RCW
80. 80. 040(3) (c).

(3) This section expires Decenber 31, 2025, or when the station-
generating capability of all natural gas-fired generation plants
approved under this section equals the station-generating capability
from a coal-fired electric generation facility subject to RCW
80. 80. 040(3) (c).

NEW SECTION. Sec. 307. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other

persons or circunstances is not affected.

Passed by the Senate April 21, 2011

Passed by the House April 11, 2011

Approved by the Governor April 29, 2011.

Filed in Ofice of Secretary of State April 29, 2011.
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STATE OF WASHINGTON

DEPARTMENT OF ECOLOGY

PO Box 47600 © Olympia, WA 98504-7600 ° 360-407-6000
711 for Washington Relay Service » Persons with a speech disability can call 877-833-6341

May 5, 2011

Pat Brewer

National Parks Service
PO BOX 25287

DENVER CO 80225-0287

Dear Pat Brewer:

You are receiving this as a member of the Federal Land Manager (FLM) team or neighboring
state that has consulted with Ecology on Washington’s Regional Haze State Implementation
Plan (RH SIP).

On April 29, 2011 Governor Christine Gregoire signed into law Senate Bill 5769 (Chapter 180,
Laws of 2011) affecting coal-fired energy production at the TransAlta power plant in.Centralia.
Senate Bill 5769 (SB 5769) solidifies into law a collaborative agreement between the plant
owner and employees, environmental groups, the Governor’s Office, and the local community.
The law requires the state’s two coal boilers to meet specific greenhouse gas emission
performance standards on a schedule specified in the law and requires the installation of
selective non-catalytic reduction (SNCR) technology.

Ecology will be revising the current TransAlta BART compliance order and technical support
document (TSD) to comply with the new law. Some items that will be included in the revised
BART compliance order and TSD from the law include:

e Installation of selective non-catalytic reduction (SNCR) technology by January 1, 2013
e Compliance with greenhouse gas emission performance standard for:
o One boiler by December 31, 2020
o The remaining boiler by December 31, 2025
¢ Compliance with the greenhouse gas emission performance standard will not apply to
the facility if the Department of Ecology “determines as a requirement of state or
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Page two
May 5, 2011
Pat Brewer

federal law or regulation that selective catalytic reduction technology must be installed
on any of its boilers” (excerpt from SB 5769, Section 103(3)(c)(ii))

A copy of the new law is enclosed.

When Ecology completes a draft revision of the compliance order and technical support
document, we will send you a copy. We would like to complete our consultation as quickly as
possible. After consultation we will hold a public comment period and hearing. We would like
to submit the final revised documents to EPA by the end of September for consideration as part
of our RH SIP.

If you have questions please feel free to contact Al Newman, Doug Schneider or myself.

e Al Newman (360) 407-6810 alan.newman@ecy.wa.gov
e DougSchneider (360) 407-6874 doug.schneider@ecy.wa.gov
e Julie Oliver (360)407-6839 julie.oliver@ecy.wa.gov

Julie Oliver

Environmental Planner
Air Quality Program

Enclosure

cc: Stu Clark, Ecology
Doug Schneider, Ecology
Al Newman, Ecology
Jeff Johnston, Ecology
Julie Oliver, Ecology
Steve Body, EPA Region 10
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From: Eﬂam._Llndﬁax_LEQﬂon bellalfofﬂnﬂJuhﬂEcﬂ

To: 'tim_allen@fws.gov”; “rgraw@fs.fed.us"; 7 mmnm fed.us”; "copeland@cira.colostate.edu”;
"Pat_brewer@nps.gov”; "john_bunyak@nps.gov”; "Don Shepherd@nr:ls-:]mr

Cc: Clark, Stuart (ECY); Schneider, Doug (ECY); Newman, Alan (ECY); Johnston, Jeff (ECY); Oliver, Julie (ECY);
“bod g ,

Subject: Consultation on Washington's Regional Haze State Implementation Plan Revision involving the TransAlta BART
Compliance Order and Technical Support Document

Date: Friday, August 26, 2011 11:42:00 AM

Attachments: BARTComplianceOrder TransAlta-Revised-008232011.pdf

BART Analysis August 2011.pdf
BARTComplianceOrder TransAlta -Clean-008232011.pdf

Dear FLM Recipients:

As | explained in my May 5, 2011 letter, Ecology would be revising the existing TransAlta BART
Compliance Order and Technical Support Document (TSD) to comply with a law enacted by the
2011 state legislative session. This new law requires the implementation of selective non-catalytic
reduction (SNCR) technology at TransAlta by January 1, 2013 and compliance with specific
greenhouse gas emission performance standards by the two units at this facility on a schedule
specified by the law.

Now that the draft revisions of the Compliance Order and Technical Support Document are ready
for review, Ecology is initiating consultation with neighboring states and formal consultation with
the FLMs on these revisions. We would like to complete our consultation within 30 days for two
related reasons: issuance of a revised BART compliance order to TransAlta and submission of the
revised compliance order and TSD to EPA as a revision to the state’s Regional Haze State
Implementation Plan by the end of November.

To keep the process moving forward in a timely manner, we propose a two-hour consultation by

phone and submission of any follow-up written comments by September 30t™". Please let us know
by the end of next week the blocks of time that work for you. Below is a link to a “doodle” poll to
cast your votes on your availability.

http://doodle.com/ha2rysmpap5duShw

If you have guestions please feel free to contact Al Newman, Doug Schneider or myself,

e Al Newman (360) 407-6810 alan.newman@ecy.wa.gov
e Doug Schneider (360) 407-6874 doug.schneider@ecy.wa.gov
e Julie Oliver (360)407-6839 julie.oliver@ecy.wa.gov

Sincerely,

Julie Oliver

Acting Program Development Section Manager
Air Quality Program

Enclosures
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Section B-8 Ecology’s Summary of the U.S. Department of Agriculture Forest Service’s
Comments and Ecology’s Response

The following is a summary of the comments offered by the USDA-FS on the revised draft
documents. The USDA-FS comments focus on four areas:

An initial Nitrogen Oxides (NOy ) reduction of 10%, rather than 20-30%
Optimization period

Ammonia slip during optimization

Optimization test results

Comments regarding an initial NOx reduction of 10%, rather than 20-30%:

The revised draft compliance order establishes the equivalent of 10% NOy reduction after the
installation of SNCR. The USDA-FS expects a 20-30% reduction after installation of SNCR.
Ecology’s approach to setting a preliminary limit and then a final limit after optimization appears
reasonable. The USDA-FS is still concerned that during the initial years, the higher initial NOy
limitation may allow more haze than the installed technology can actually provide.

Response:

Ecology also anticipates that the NO reduction finally achieved at the end of the optimization
period will be in the 20 — 30% reduction range. Since the installation and actual control
capabilities of an SNCR system are very boiler specific, Ecology is establishing an initial NOy
limit that represents a modest emission reduction that the system should be capable of achieving.

Ecology has provided additional information and rationale for our proposal in the draft revisions
to the order for a lower than anticipated initial NOy reduction (initial higher emission limitation).
Ecology and the company both anticipate that if the SNCR vendor’s computational fluid
dynamics modeling were available, that a lower number would be in this draft revision.
However, this modeling data is not available on a timeline to meet the requirements in state law
to issue a revised compliance order by December 31, 2011.

The system designer’s estimate will be based on a computational fluid dynamics model of each
boiler. The model requires actual temperature and flow data for calibration prior to modeling the
effects of the SNCR system. This temperature and flow information was not acquired by the
designer until after the plant resumed operation, which occurred about the middle of August.
According to the company, this initial information is not anticipated to be available until the end
of October 2011.

Comments on the optimization period:

The USDA-FS would like TransAlta to submit the SNCR optimization plan earlier so the
optimization study can begin right after installation is complete. The USDA-FS would also like
the optimization period to be shortened considerably from 32 months.

Response:
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Ecology agrees. We intended the optimization period, including the drafting of the final report
to last approximately 18 months. We have revised the schedule so that the final report is to be
submitted by the end of December 2014.

Comments on ammonia slip during optimization:

The USDA- FS is concerned about the level of ammonia slip that is allowed during the
optimization period. The USDA-FS requests that Ecology revisit the limit set in the revised draft
compliance order and decrease it to a more restrictive level.

Response:

Based on a similar comment from TransAlta, we have reduced the ammonia slip during
optimization period to 20 ppmdyv, and further restricted the ability to emit at this level to only the
time period when the company is determining how low the NO, emissions can go. Ecology does
not intend to require the plant to achieve the lowest NOx emissions possible, but to achieve the
lowest NOy emissions possible with a low ammonia slip.

Comments on the optimization test results:

The USDA-FS expects that the results of the optimization study to be able to show an additional
20-30% NOy reduction The USDA-FS would like the opportunity to review and comment upon
the optimization study results.

Response:

We also expect that the optimization study will indicate a higher NOy reduction level (lower NOx
emission rate) can and will be achieved routinely in practice. The results of the optimization
study will be incorporated into a second revision to the BART compliance order. Ecology
estimates the second revision will occur in 2015.

The optimization study report is a public document that is available for review. We are not
providing for an external review period as part of the optimization study requirements in the
BART compliance order. However, anyone will be able to review the report and comments.
Observations about the report and its findings will be welcomed.

The company is required to report its NOy emissions to EPA as part of its quarterly Acid Rain

Program reporting. This information will indicate the progress of the company in its
optimization study.
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Section B-9  U.S. Department of Agriculture Forest Service’s Comments
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USDA

@ Final 2011 Updates Supplement B-36 -
Caring for the Land and Serving People Printed on Recycled Paper "P

United States Forest Pacific 333 SW First Avenue (97204)

Department of Service Northwest PO Box 3623

Agriculture Region Portland, OR 97208-3623
503-508-2468

File Code: 2580
Date: September 23, 2011

RECEIVED

Mr, Jeff Johnson
Air Quality Program
Washington Department of Ecology

PO Box 47600 SEP 27 01
Olympia, WA 98504-7600

BEPARTRMENT OF ém"(?("}i_()
AR QUALITY PROGRAM v

Dear Mr. Johnson:

Thank you for the opportunity fo review the draft revisions to the Best Available Retrofit Technology
(BART) Compliance Order for the TransAlta Centralia Generation power plant. As the Federal Land
Manager for five Class I areas in Washington, the Forest Service has a vested interest in secing the goals of
the Regional Haze Rule accomplished. The BART program is a key component of this tule. The TransAlta
coal-fired power plant in Centralia Washington is one of the largest stationary sources of haze-causing
pollutants in the Pacific Northwest, subject to BART. The air quality modeling for the BART analysis
showed that this facility causes or contributes to haze in 12 Class I areas in Washington and Oregon. As such,
reducing emissions from this facility is of high importance to the Forest Service.

While overall, we arc pleased with the revisions to the BART Compliance Order, there are a few remaining
items of concern including:

A reduction in NOx of only 10%, rather than the expected 20-30%.
An excessively long (nearly 3-year) optimization period.
Excessively high ammonia slip allowed during optimization.

An opportunity to review and comment on optimization test results.

el

Details of our concerns are provided below:

NOx Emission Limits Associated with SNCR Technology

The BART emission limits for NOx in the proposed revision to the Compliance Order, are described in
section 1,1, Condition 1.1.1 limits NOx to 0.24 Ibs/MMBtu after December 31, 2012, and appears to be
associated with the use of low NOx burners with separated and closed coupled overfire air system and the use
of sub-bituminous Power River Basin coal (together referred to as “Flex Fuels”). Implementation of this
condition represents a 20% decrease in NOx emissions from the previously permitted level of 0.30
Ibs/MMBtu.

Condition 1.1.2 states that beginning the 31% operating day after December 31, 2012, the NOx emission
limitation is 0.216 Ibs/MMBtu, 30 operating day rolling average. This is equivalent to a 10% decrease in
NOx emissions after the installation of SNCR, before SNCR system optimization. This differs from our
expectations of a 20-30% reduction in NOx emission beyond that achieved with Low NOx Burners
(LNBYCombustion modifications™. TransAlta has expressed some concern about its ability to meet the
expected NOx emission reductions beyond Flex Fuels with the use of SNCR technology due to its boiler
design. We understand that Ecology set this as a preliminary limit with a final limit to be set after
optimization testing. While this appears fo be a reasonable approach for setting a preliminary limit, we are
cautious about the validity of the claims at the risk of additional amount of haze should the claims prove false.

*white Paper: Selective Non-Catalytic Reduction (SNCR) for Controlling NOx emissions. Institute of Clean Alr Companies. February 2008.



Mr. Jeft Johnson, Air Quality Program 2

Optimization Period

The Forest Service is concerned about the nearly three year period allowed in the BART compliance order
between the time of SNCR installation and when results from the SNCR optimization study are due, which
allows Ecology to set a new NOx emission limit.

One can infer from Paragraph 1.1 and 1.2 that the SNCR system must be installed and operating by January 1,
2013. Condition 5.2.1 requires that within 3 months (April 30, 2013), TransAlta must develop and submit an
SNCR optimization plan, Is there a reason why TransAlta must wait until after the SNCR installation to
develop and submit an optimization plan? In an effort to expedite the period when the final NOx limit is
established, we would like to see TransAlta submif the SNCR optimization plan earlier such that the
optimization study can commence immediately after installation is completed,

We also note that Condition 5.2.2.1 identifies that optimization testing is to be completed and reported to
Ecology by December 31, 2015, Thus, TransAlta has 32 months after submitting the optimization plan to
conduct and report on the results, all this while NOx emission levels could potentially be restricted to lower
levels. Thirty two months seems to be an excessively long period for optimization testing to occur., We
would like to see this period shortened considerably.

Ammonia Slip During Optimization Testing
Condition 5.2.3 identifies the range of ammonia slip allowed during the optimization testing. Condition

5.2.3.1 requires TransAlla to determine the maximum NOx reduction possible with an ammonia rate not
greater than 41 ppmdv. Ammeonia emissions are of concern because ammonia participates in the chemical
reactions forming haze and fine particulate matter. Typically, ammonia slip is limited to between 2 and 10
ppr’, thus 41 ppmdv seems unusually high. The reference given to justify the 41 ppmv daily average in the
EPA RACT/BACT/LEAR Clearinghouse database appears to be obtained from the 41 Ib/h limit associated
with the SCR installation for the Sandy Creek Energy PSD permit. All other RBLC references limit ammonia
to 10 ppmv or less. Further inquiry into TCEQ’s Preliminary Determination Summary for Sandy Creek
Energy, revealed that ammonia slip is actually limited to 10 ppmv on an houtly basis and 3 ppmv on an
annual basis®, We understand the need for flexibility during the optimization period, but remain concerned
about allowing such high ammonia slip to occur during the optimization testing period. We request that
Ecology revisit this linnt and decrease it to a more restrictive level.

Evaluation of Test Results

Given the importance of the test results in determining the final BART NOx limit, we would like the
opportunity to review and provide comment on the test results, We expect the results to be able to
demonstrate an additional 20-30% reduction in NOx emissions beyond the limit associated with Flex Fuels
alone. As TransAlta has been expressing concern about their ability to meet this limit due to boiler
configuration, we trust Ecology Staff will assess the meriis of these claims during the optimization testing,

Your consideration of our comments is greatly appreciated. Should you have any questions, please contact
Rick Graw, Air Quality Program Manager at 503 808-2918.

Sincerely,

JEFF P. WALTER
Director, Natural Resources

% Air Poliution Control Technology Fact Sheet: Selective Non-Catalytic Reduction. EPA-452/F-03-031.
* Texas Commission on Environmental Quality, Preliminary Determination for Sandy Creek Energy Assoclates, LLC,
https://webmail.tceq.state.buus/gw/webpub.
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Section B-10 Ecology’s Summary of the U.S. Department of the Interior National Parks
Service’s Comments and Ecology’s Response

The following is a summary of the comments offered by the USDI-NPS on the revised draft
documents.

Comments on adequacy of basis for proposed initial emission limit:

The USDI-NPS states that Ecology has not provided a strong technical justification for changing
the emissions limits that were the basis of the supporting analysis for the BART determination.
The USDI-NPS recommends that Ecology use a 0.18 Ib/MMBtu emissions limit until TransAlta
demonstrates through the optimization study that the limit is not practical.

Response:

Ecology has provided additional information and rationale for our proposal in the draft revisions
to the order for a lower than anticipated initial NOy reduction (initial higher emission limitation).
Ecology and the company both anticipate that if the SNCR vendor’s computational fluid
dynamics modeling were available, that a lower number would be in this draft revision.
However, this modeling data is not available on a timeline to meet the requirements in state law
to issue a revised compliance order by December 31, 2011.

Comment on a proposal for an alternative emission limitation:
The USDI-NPS proposed an alternative of establishing enforceable emissions reductions
equivalent to USDI-NPS’s expectation of a 25% NOy reduction.

This proposal would establish a cap on total NO, emissions from both units that would be
calculated from applying a limit of 0.18 Ib NO,/ MMBtu on the average operating rate from the
initiation of SNCR limits on January 1, 2013 through the shutdown dates established by state
law. The cap would be in total tons for the remaining lifetime of the plant. The company would
then shut down the plant when the NOy cap is reached. The USDI-NPS anticipates that this
approach would result in the plant shutting down earlier than the dates in the state law.

Response:

This is an intriguing concept that could have been considered when the new law was being
drafted. However, in Ecology’s view, this proposal goes beyond both the law and the
negotiations that led to the legislation that will result in the decommissioning of the units. The
primary objective of the legislation was to reduce greenhouse gas emissions. The legislation does
include a NOy reduction technology, but no specific emission limits. Decommissioning will
result in zero emissions of all pollutants.
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Section B-11 U.S. Department of the Interior National Parks Service’s Comments
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